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Preliminary Draft Confidential 

I. ASSET-CAP MODIFICATION/ 
TRANSMISSION COMPANY (TransCo) 

Section 196. 795(5)(pm) l.a. of the statutes is created to read: 

Sec. 196. 795{5)(pm) 1.a. 

Aprill, 1999 

"Energy and telecommunications assets" means the assets of a nonutility 

affiliate that are used for the production, transmission, delivexy or furnishing 

of heat, light. power or natural gas or that are used for the provision of 

telecommunications service. as defined in sec. 196.01(9m), Stats. 

Sec. 196. 795(5)(pm)4. of the statutes is created to read: 

4. a. If each of the public utility affiliates of all the public utility 

holding companies authorized by the commission under sec. 196. 795(2) (Le., 

Wisconsin Energy, Alltan,t, WPS Resources) divest all of their transmission 

facilities as defmed by sec. 196.485(l)(h) to the same transmission company 

(TC) that meets the requirements set forth below in sec. 6, tile energy and 

telecommunications assets of a nonutility affiliate shall not be included in the 

sum of the assets of a public utility affiliate under par.(p)i.a., b. or c. and shall 

not be included in a nonutility affiliate's total assets under par.(p)2.a. 
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Preliminary Draft Confidential Aprlll, 1999 

b . The effective date of this section shall be the date the TC, after 

divestiture by the persons described above in section 4(a), commences 

operation, as set forth in section 5(s) below. 

5. The TC shall meet the following requirements: 

a. it shall be a public utility subject to the jurisdiction of the public 

service commission and the federal energy regulatory commission: 

b. it shall be a single-purpose company, and that purpose shap be to 

plan, construct, operate, maintain and expand the transmission 

facilities which it owns to meet the needs of all users dependent 

upon it, consistent with subsection (c): 

c. it shall transfer its transmission facilities to an independent 

system operator which has been approved by the federal regulatory 

energy commission prior to 12/31/98 (Le., the MISO), and shall 

remain a member of such ISO or any successor regional 

transmission organization approved by the appropriate regulatory 

agencies at least through the transition period set forth in the 

agreement which establishes the ISO (6 years); 

d. prior to such transfer, the transmission utilities in the 

transmission area as defined by sec. 196.485(1)(g) (Le., WEPCO, 

WPS, Alliant, MG.E) shall individually join the MISO: 

e. it shall not own electric generation facilities or sell electric 

capacity or energy in the state or the region: nor shall it directly or 
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indirectly participate in the relevant wholesale or retail markets for 

the purchase and sale of electricity in the state or the region: 

f. it shall have the exclusive duty and responsibility, subject to the 

approval of the commission. to construct and own any additional 

high-voltage transmission facilities in the transmission area (1.e .. 

EWU); 

g. the transmission utilities in the transmission area and the TC 

shall elect initially to be a single zone for purposes of the MISO 

tariff, and shall thereafter be part of the same zone: 

h. any electric utility as defined in sec. l96.49l(l)(d) (e.g., MGE, DPC, 

MPL, NSP) shall have the option to transfer its transmission 

facilities to the TC on the same terms and conditions as public 

utility affiliates of public utility holding companies; such option 

shall be exercised within __ months of the formation of the TC: 

i. transmission-dependent public utilities and electric cooperatives in 

the state (e.g., WPPI, other municipal utilities, non-DPC coops) shall 

have the option to purchase an equity interest in the TC on 

reasonable terms and conditions and in an amount equal to their 

share of firm electric usage in the prior year (1998); 

j. the transmission facilities transferred to the TC shall be valued at 

net book cost at the time of transfer: 

k if a public utility affiliate may not transfer ownership of its 

transmission facilities to an TC due to merger-related accounting 

requirements, it shall, for the period of time during which such 

3 
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requirements are in effect, transfer its transmission fac111ties by 

means of a net lease which shall be the financial equivalent of a 

transfer of ownership, provided, however, that during such time it 

shall not receive voting shares in the TC; 

1. a transmission utility that transfers its transmission facilities to 

the TC shall receive securities in the form of common stock with 

voting rights, preferred stock without voting rights, and bonds, · 

such that the retum of and on capital for such utility is equivalent 

to the retum of and on capital which that utility currently 

receives, as approved by the public service commission and the 

federal energy regulatory commission; provided, however, that no 

transmission utility shall receive such common stock with voting 

rights to an extent that will allow it to control the TC, and in such 

case preferred stock without voting rights shall be substituted for 

common stock; 

m. the bylaws of the TC shall require that each transmission utility 

which transfers ownership of its facilities to the TC has the right 

to appoint one director to the board of directors of the TC, and 

that the board of directors shall appoint four additional directors 

to represent interests of wholesale transmission users, retail 

customers, the envirorunent and the public interest; 

n. the transmission utilities who transfer ownership of their facilities 

to the TC shall initially capitaliZe the TC in a manner which the 

public service commission determines shall permit the TC to 

4 
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PreUminary Draft Confidential April!, 1999 

finance in a prudent manner at least $400,000,000 of transmission 

improvements within the state during the riext five years: such 

initial capitalization shall be subject to reasonable limits on each 

transmission utility's obligation to contribute capital: 

transmission utilities also shall contribute start-up and working 

capital to the TC as necessary, provided that the TC makes 

reasonable provision to repay such costs to such utilities: the TC 

also shall be authorized to issue new common stock and bonds as 

necessary, subject to the approval of the public service 

commission; 

o. the TC shall hire a sufficient number of non-supervisory employees 

to operate and maintain its transmission facilities by initially 

making offers of employment lo tile non-supervisory workforce of 

the transmission utilities, at no less than the wage rates and 

substantially equivalent fringe benefits and terms and conditions 

of employment that are in effect at the time of transfer of 

ownership of such facilities, and such wage rates and substantially 

equivalent fringe benefits and terms and conditions of employment 

sha·n continue for at least 30 months from the time of such 

transfer of ownership unless the parties mutually agree to different 

terms and conditions of employment within that 30-month period; 

the transmission utilities shall offer a transition plan to those 

employees who are not offered jobs by the TC because it has a need 

for fewer workers; 

5 
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PreUminary Draft Confidential Aprlll, 1999 

p. the TC shall have the authority, subject to the approval of the 

appropriate regulatory agencies, to enter into contracts with the 

transmission utilities which transfer its facUlties to the TC for the 

purpose of providing reasonable and cost-effective construction 

and maintenance services to the TC: 

q. the TC shall have the authority to expand through the voluntary 

purchase or acquisition of additional transmission facilities, 

subject to the approval of the appropriate regulatory agencies: 

r. the TC shall assume any obligations of transmission utilities who 

transfer ownership to the TC which consist of agreements to 

provide transmission service over their facUlties, or credits for the 

use of certain transmission facilities of transmission users (Le., 

munts and coops who currently receiVefacUities credits); 

s. the TC shall file an application for certification as a public utility 

and a plan of operation with the PSC and the FERC by 1/1/2000, 

with service commencing no later than 6/30/2000; the TC shall be 

the transmission service provider in the transmission area until 

the MISO is operational; 

t. the TC may not sell, transfer, or merge its assets with another 

person, unless such assets are sold, transferred, or merged on an 

integrated basis, and in a manner which insures that the 

transmission facilities in the transmission area (i.e., EWU) are 

planned, constructed, operated, maintained and controlled as a 

single transmission system. 

6 
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6. If a holding company or public-utility affiliate sells, transfers, assigns, or 

otheiWise conveys the functions of a public-utility affiliate to any other person, 

including a non-utility affiliate, the contract or arrangement for transfer 

between the holding company or public-utility affiliate and such person shall 

require that the person comply with sec. 5(o) above (Le., offer of employment or 

transition plan). 

7 
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. I. ASSET-CAP MODIFICATION/ ) 
TRANSMISSION COMPANY (TransCo)/MISOj 

Section 196. 795(Il)(b) (relating to WICOR) is amended to add: 

4. ·a. The commission may not impose upon a holding company that 

owns, operates, n1anages or controls a natural gas public utility 

and that does not also own, operate, manage or control a public 

utility which is an electric utility terms, limitations or conditions 

under (b) that establish the sum of the holding company's non-

utility affiliate assets at less than 25o/o of the sum of the holding 

company's utility affiliate assets. For the purpose of this 

subsection, any terms, limitations, or conditions on non-utility 

affiliate assets shall not apply to the ownership, operation, 

management or control of: (i) energy and telecommunications 

assets, as defined in sec. 196. 795(5)(a)(pm) La.. or (ii) 

manufacturing, distributing, or selling swiinming pools or spas, 

products for pumping water or other fluids, processing or heating 

water, fluid-handling, filtration or related businesses. 

Section 196. 795(5)(pm) 1 of the statutes is created to read: 

(a) "Energy and telecommunications assets" means, subject to (b), the 

assets of a non-utility affiliate which are used for the production, 

generation, transmission, delivery. sale or furnishing of gas, oil, electric, 

or steam energy; energy management and demand-side management 

1 
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services. energy conservation, or energy efficiency: energy customer 

service, metering. or billing; the recovery or production of energy from 

waste materials, the processing of waste materials; or the provision of 

telecommunications service, as defined in sec. 196.01(9m), Stats. 

(b) · If a non-utility affiliate by by-law or resolution limits its business to 

activities involving energy and telecommunications assets, and 

substantially all of its assets are energy and telecommunication assets, 

all of the assets of the non-utility affiliate shall be treated as energy and 

telecommunications assets. 

Sec. 196. 795{5)(pm)3 and 4 of the statutes are created to read: 

3. The net-book value of transmission facilities contributed to a 

transmission company (TC} as provided in sections (4} and {5}, as these 

facilities would be depreciated over the course of time if still owned by 

such affiliates, shall continue to be included in the sum of the assets of 
. . 

the public-utility affiliates. 

4. If a public utility affiliate is required or permitted by a lawful final order 

of a regulatory agency or court to sell or divest generation facilities to a 

third party which is not an affiliate of the public utility affiliate, the net 

book value of such generation facilities, as these facilities would be 

depreciated over the course of time if still owned by such affiliate. shall 

continue to be included in the sum of the assets of the public-utility 

affiliates. 

2 
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Sec. 196. 795(5)(pm)4. and 5. of the statutes are created to read: 
,, 1\ ~ \-\ (., s 

4. . a. If each of the public utility affiliates qLa public utility holdiag 
ff. ·..N b'"G) . rlt tp(rvd,. ,f, HC "" w-/A·r:k-.. M0 rtc0 ~ 

.con:m,any authorized y the commission under sec. 196.795(2) (Le., 

Wisconsin Energy. Alliant. or WPS Resources) transfers operational 

control of all of its transmission facilities in this state and in 

Iowa, Michigan, Minnesota and Illinois, and any other . of its 

transmission facilities integrated therewith, to the same 

~dependent system operatO!J which has been accepted for filing ,------;J 

with conditions by the federal energy regulatory commission ~@ 
had members in the state prior to 12/31/98 (Le .• t~S~d 1B-~ 
contributes, subject to its membership in the MIS~f its 

currently owned transmission facilities, as defined by sec. 

L:~6.485(1J(h\ in this state, and associated rights of way, 

ea~ements, and land, subject to the rights of existing co-users, as 

provided in sec. 5, and commits to contribute, and to cause each 

entity into which it merges or consolidates, or to which it transfers 

substantially all of its assets to contribute, all subsequently 

acquired or otherwise owned transmission facilities, as defmed by 

sec. 196.485(l)(h), in this state and associated rights of way, 

easements, and land, subject to the rights of existing co-users, as 

provided in sec. 5, to the same transJp.ission company (TC) that 
---., 

meets the requirements set forth below in sec. 5, then the energy 

and telecommunications assets of the non-utility affiliates of such 

holding company shall not be included in the sum of the assets of 

3 
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// 

the public utility affiliates under sec. 196. 795(5)(p) La., b. or c. and 

shall not be included in the non-utility affiliates' total assets 

under sec. 196. 795(5)(p)2.a. 

b. This section shall be effective for a public utility holding company 

on the first day following the date upon which all of its public 

utility affiliates have taken all of the following actions: (1) filed 

with the public service commission unconditional. irrevocable and 

binding legal commitments to contribute to the TC, by a date 

certain no later June 30, 2000, the transmission facilities and 

associated rig~ of way, easements and land, as set forth above in 

section 4(JY.(2) petitioned the public service commission and the 

federal energy regulatory commission for approval to transfer its 

/«;( transmission facilities to the TC as provided in sec. 4~and 
./ agreed in such petitions not to withdraw its request in the event 

1/ that the public service comrnission or the federal energy regulatory 
I 

J 

/ commission conditions the approval of such petitions on changes 
I 
\ consistent with state or federal law, and (3) notified the public 

\ service commission in writing that it has joined the MISO, and 

\ 

committed not to withdraw as a member from the MISO prior to 

the date on which it contributes its transmission facilities to the 

<\_l-equested approval from the public service commission and 

the federal energy regulatory commission to transfer operational 

control to _the MISO of its transmission facil~i~ Such 

unconditional, irrevocable and binding commitments shall be 

4 
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enforceable by specific performance in the circuit court of Dane 

County by any wholesale or retail customer of such public utility 

affiliate. A public utility affiliate also shall forfeit $25,000 per day 

for each day after June 30. 2000 that contribution of its 

transmission facilities is delayed, provided that the TC is legally 

able to accept transfer . 
... _.- _ .. -........... ~- ._ ... ---~- ... -~--~--

A-... ~ ~ ..<<.- ........ , .. - --·-........----..._-.... _,_•·-

/. For the purposes of this Act. transfer of transmiss1oR---iacilities 

( includes transfer of the deferred tax reserve~assoclat~cl~ those 

~-,---~----- ----- ~-- --- -·-- - ----~-----

a. it shall be a public utility subject to the jurisdiction of the public 
\ 

service commission except as provided below in sectioh 5(t), and 

···me_ federal energy regulatory commission; 
---···-··-···--- - . --·-··-···---~---~·-····· ... 

b. it shall be a single-purpose corporation under chapter 180 or a 

single-purpose limited-liability company under chapter 183, and 

that purpose shall be to plan. construct, operate, maintain and 

expand the transmission facilities which it owns to provide an 

adequate, reliable transmission system which meets the needs of 

all users dependent upon it and supports robust competition in 

energy markets with~qy:tJ.avoring.,.any."Qp.arti.Gi:Qant in such markets, 
. / .. ----~ ~""""""" ____ .._.__. ...... .., ~--·-.... ~ ....... _, _________ _ 
(_:.?nsistent with subsection (c) and with sees. 196.485 and 196.494~ 

c. it shall transfer operational coiifrO,"'OTlts -trmrsmtssiorrfacilitteSfo·-­

the MISO, and shall remain a member of such ISO or any 

successor regional transmission organization approved by the 

5 
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appropriate regulatory agencies at least through the transition 

period set forth in the agreement which establishes the ISO (6 

years); 

d. it shall not own electric generation facilities or sell. market. or 

broker electric capacity or energy in the relevant wholesale or retail 

markets for the purchase and sale of electricity in the state or the 

region, provided, however, that nothing in this subsection shall 

prohibit the TC from procuring and reselling ancillary services from 

third parties, engaging in redispatch activities necessary to relieve 

constraints, or operating a control area, as required or authorized 

by the federal energy regulatocy commission. 

e. it shall have the exclusive duty and responsibility, subject to the 

approval of the commission, to construct and own any additional 

high-voltage transmission facilities in the transmission area (i.e., 

f. 

_,.. ____ ...... .-... -~-·-

EWV), and in the other areas of the state where the transmission 

facilities of any electric utility which contributes transmissJon 
WVV~ for tv"\ 

facilities to the TC are located; _ _ < ,-/lg,/_tfri-1 r:f . 
1 

-----~ iffh 
-~--- r -~ /'fJI T{f(/J:fr?ti.J 

it shall elect to be included in /single -~or purposes of the 
-~ ~-

MISO t~ when it becomes effective, and shall thereafter be part 
/ 

oftlie ·same zone; provided, however, that if the transmission costs 

of any of the transmission utilities in the transmission area were 

1 0°!0 or more below the average transmission cost of the 

transmission utilities in the transmission area as a group 

immediately prior to transfer. the TC and the public utility 

6 
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affiliates referred to above shall devise a phase-in plan for the new 

combined single zone for pricing network use by the utilities that 

have joined the MISO and by other transmissio·n users, and shall 

seek approval from the MISO and the federal. energy regulatory 

commission for such a zone. Such plan shall phase in an 

average-cost price for the zone in equal parts over five years, 

provided, however, that service shall be provided to all users on a 

single-zone basis during the phase-in period; 

g. The transfer of land rights to the TC shall be as follows: 

(1) A "land right" for purposes of this section means the right 

pursuant to which transmission facilities are located on real 

property and include, without limitation, ownership and fee, 

easements, permissions and/ or licenses. 

Where a land right has been booked to transmission for 

ratemaking purposes and is not being jointly used for electric 

distribution or gas facilities by the public utility affiliate, the 

public utility affiliate shall convey or assign at book value all 

of its interest in the land right to the TC, subject to any 

rights of existing joint users of the land right for 

communications or other facilities and a right in the public 

utility affiliate to access in the future on a 

non-discriminatory basis. This provision also shall apply to 

land rights that have been acquired by a utility affiliate and 

are being held for future use for transmission and not held 

7 
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for joint-use. If the land right cannot be transferred or 

assigned to the TC, the public utility affiliate shall enter into 

a contract with the TC granting the TC substantially the 

same rights it would have had if transfer or assignment were 

possible for the same price (book value) for the life of the 

TC's transmission facilities and any replacements thereof. 

(3) Where a land right in use for transmission facilities being 

transferred to the TC also is being used, or is planned to be 

used, by the public utility afftliate. for electric or gas 

distribution facilities, the public utility affiliate shall grant 

the TC by contract a right to place and maintain the TC's 

transmission facilities, and any modifications or 

replacements thereof, on such land right for the life of such 

facilities, including any replacements. The rights of the TC 

under the contract for the purpose of providing transmission 

service shall b~~~:::~to the rights of any other users of 

the land rights for any purpose, which use must not interfere 

in any way with the TC's use, except that the right of the 

public utility affiliate to use the land rights for electric or 

gas distribution facilities shall be on a par with the rights of 

the TC for transmission purposes. 

(4) Any dispute concerning the sufficiency of the land right 

transferred or the valuation ofthe right shall be submitted 

to the public service commission for resolution, unless a 

8 
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federal agency has jurisdiction over the dispute. No such 

dispute shall delay commencement of operations of the TC. 

During any pending dispute, the TC shall be entitled to use 

the land right in question, and shall pay any disputed 

compensation into an eS~J.'"QW a(!<;Qunt. 

any electric utility as defmed in sec. 196.49l(l)(d) (e.g., MGE, DPC, 

1
/ . MPL. NSP) shall have the option to transfer all of its integrated 

/ ,,v 
I fJ 0 J£>'~ transmission facilities to the TC on the same terms and conditions 
1 vr ~ 

\ r, · · as public utility affiliates of public utility holding companies; such 
~ \1 ./ ,r 

__ __...,..,{} {\:- , \). K (_, option shall be exercised no later than one year after the date on 
/ p~"" 

which the first public-utility affiliate files the commitment to 

contribute its transmission facilities to the TC set forth in 4(a); 

1. · -·. tiaJ:lsmisst~~~-dependent-·p~biic uHHfies-·anct~etectric··coeperatives.Jn_ .. 

the state (e.g., WPPI, other municipal utilities, non-DPC coops) may 

purchase equity interests in the TC at a price and on terms and 

conditions comparable to those for transmission utilities that have 

contributed their transmission facilities, that is, equivalent to 

net-book value, by contributing funds up to their pro-rata shares 

based upon firm electric usage in the state in the prior year (1999); 

such option shall be exercised no later than one year after the date 

on which the first public-utility affiliate files the commitment to 

contribute its transmission facilities to the TC set forth in 4(a); 

j. the transmission facilities transferred to the TC shall be valued at 

net book value at the time of transfer: 

9 
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/ 
k. if a public utility affiliate may not transfer ownership of its 

transmission facilities to the TC due to merger-related accounting 

requirements, it shall, only for the period of time during which 

such requirements are in effect, transfer its transmission facilities 

by means of a lease which complies with the requirements set forth 

in section (4) and in this section, provided that, as soon as such 

merger-related accounting requirements are no longer applicable, it 

shall be eligible to continue to exclude energy and 

telecommunications assets from its asset-cap formula only if it 

elects to transfer ownership of its transmission facilities to the TC 

as provided in section {4) and in this section, and provided further 

that during the term of any such lease the public-utility affiliate 

shall not receive voting interests in the TC; 

I. a transmission utility or other electric utility that contributes its 

transmission facilities to the TC under sec. 4(a) or 5(g) shall 

receive securities from the TC as follows: 

( 1) The transfer of facilities to the TC shall be structured (i} to 

avoid or minimize material adverse tax consequences for the 

transferor as a result of the transfer, and (ii) to avoid or 

minimize material adverse rate consequences, not arising 

out of combining the TC's facilities into a single zone in the 

MISO. 

(2) The PSC shall review the proposed structure of the transfer 

to determine that it meets the objectives of this section, and 

10 

Ex.-WEC-Lauber-14 
Page 18 of 55



Confidential May 18, 1999 

may modify the structure if necessary to accomplish those 

objectives, and take such other actions as are necessary to 

equitably accomplish the objectives set forth in this section, 

including permitting a public-utility affiliate to recover in 

retail rates any adverse tax consequences of the transfer as a 

transition cost. 

(3) To the extent possible, the transfer shall be structured to 

meet the requirements of the IRS for a tax-free transfer. If 

possible, qualified preferred stock shall be issued in 

connection with the transfer to provide the fixed cost portion 

of the resulting capital structure. In the event preferred 

stock is issued it shall be issued on a basis that does not 

dilute the voting rights of initial shareholders relative to the 

value of their contributions. If the capital structure of the 

TC has a percentage of common equity that is materially 

higher than that of the transferors, or if the cost of the 

fixed-cost portion of the capital structure of the TC is 

materially higher than that of the transferors, the 

transferors shall agree by contract to accept from the TC a 

return on common equity based upon the equity rate of 

retum approved by the federal energy regulatory commission 

and upon an imputed capital structure that assigns to a 

portion of their common equity holdings an imputed debt 

retum, as is necessary to achieve the objectives of this 

11 
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section, until such lime as the FERC shall determine that 

the actual capital structure and capital costs of the TC are 

appropriate and consistent with industry practice for a 

regulated public utility providing electric transmission 

service in interstate commerce. 

(4) The TC shall provide an opinion to the commission prior to 

commencement of operations from a nationally-recognized 

investment banking firm that the TC will· be able to finance 

its start-up costs, working capital, operating expenses and 

the cost of planned new facilities at reasonable cost. 
~W·-·-··~····--=··-~••••w••~>····~···-··-·•-•·· .- . • ••••··~-- ····- -··- "' .. _, '"'-•••-•"·-~----- • . .,_ 

'"~·,·····~··-··~·· .. ~·"·'"· .. ~-,~····-'" ·- - ·~~ 

Nothing in this subsection shall affect the authority oi'ufu"'e'') 

federal energy regulatory commission to establis_!).. 
..--/ 

-·--tran.s.mis.§ion rates for the TC or MISO. -···-~··~-·-···· .... --~-·~-----... ·--· .. - .. --.,....,.._~-·-···--~-- ..... ·- . --. -·-···---~-J·_, ______ ....,.. ____ ..... 

(6) If, when a public-utility affiliate files its binding 

commitment under sec. (4), it has an application to 

construct transmission facilities pending at the public 

service commission, or has been granted a CPCN for such 

facilities, the public-utility affiliate shall: 

a. diligently pursue approval of such application and 

construction of any facilities authorized by the public 

service commission; 

b. transfer such facilities to the TC at net book value 

when construction is completed in exchange for 

additional securities of the TC on a basis consistent 

12 
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with the initial exchange, provided that the public 

service commission determines that the cost of the 

facilities is reasonable and prudent. 

If the construction of any transmission facilities that are 

subject to a pending or granted CPCN on the date of the 

binding commitment are not completed within three years of 

the date of commitment, the responsibility to complete the ' 

project shall be transferred to the TC at the option of the TC, 

and the public-utility affiliate's reasonable and prudent 

investment to date shall be contributed to the TC in 

exchange for securities. 

m. the bylaws of the TC shall provide as follows: 

( 1) There shall be no less than 5 directors and no more than 14. 

The number shall be 5 unless more directors are required to 

comply with the provisions below, in which case, the number 

of directors shall be increased accordtngly. This provision of 

the TC's bylaws may be modified during the first 10 years 

after the TC comes into eXistence only upon a unanimous 

affirmative vote of the directors, and thereafter upon a 

two-thirds vote of the directors. 

(2) For the first 10 years after the TC comes into existence, each 

shareholder that owns 10% or more of the outstanding 

common stock of the TC shall be entitled to appoint one and 

only one director to the board of directors. These directors 
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shall have terms of one year each. 1\vo or more shareholders 

that together own at least 10% of the common stock of the 

TC may by a written agreement with a term at least equal to 

the term of a director under the bylaws combine the voting 

rights of their common stock for the purpose of jointly 

appointing a director. Such agreement must be filed with 

the secretary of the TC. During the ten-year period set forth 

in this section, the provision of the bylaws of the TC 

containing this requirement may be modified only upon the 

unanimous vote of all directors. Thereafter, such 

requirement may be modified by a two-thirds vote of the 

directors. 

(3) For the first 10 years after the TC comes into existence, each 

shareholder which is an investor-owned transmission utility 

in the transmission area (i.e., WEPCO, WPL, WPS, MOE) 

and which has contributed its transmission facilities to the 

TC as set forth above in sections (4) and (5), and any person 

who receives at least a 5o/o equity interest under sees. 4(h) or 

4(i) above, shall be entitled to appoint one and only . one 

director to the board of directors, provided that it continues 

to own all of the stock which it has received from the TC for 

such contribution. This director shall be instead of the 

director for which the utility would qualify based upon 10°16 

stock ownership under (2) above. 
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( 4) There shall be four directors at all times who are elected by a 

majority of the votes of the holders of common stock and 

who are not employed by, or under contract to, any entity 

engaged in the production, sale, marketing, transmission or 

distribution of electricity or natural gas, or by or to any 

affiliate of any such entity. These directors shall have 

staggered terms of four years each. 

(5) For the first five years following creation of the TC, none of 

the public utility affiliates that transfer transmission 

facilities to the TC, or any affiliate of such public utility 

affiliates, shall increase its percentage share of the 

outstanding common stock of the TC, including any 

percentage share of such outstanding common stock owned 

or controlled by any affiliate of such utility affiliate, prior to 

the first issuance of common stock by the TC to any third 

party, other than a third party exercising a right to purchase 

shares under section 5(h). This restriction shall not apply to 

common stock used in exchange for a contribution of 

additional transmission facilities. This provision of the 

bylaws of the TC may be modified during the first five years 

only upon the unanimous vote of all directors. 

(6) Beginning 36 months after the TC is formed, any holder of 

10% of the voting shares may require that the TC register as 

is necessary for any equity owner to sell its shares. 
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n. for the first 36 months of operation, the TC shall, subject if 

necessary to the approval of the appropriate regulatory agencies, 

enter into contracts with the transmission utilities which transfer 

their facilities to the TC for the purpose of providing reasonable 

and cost-effective operation, and maintenance services to the TC; 

thereafter, the TC may continue to contract with each 

transmission utility. At the end of the final contract period, the 

provisions of Subsection 8 shall apply. 

o. the TC shall have the authority to expand through the voluntary 

purchase or acquisition of additional transmission facilities, 

subject to the approval of the appropriate regulatory agencies; 

p. the TC shall assume any obligations of transmission utilities that 

transfer ownership of transmission facilities to the TC under 

agreements to provide transmission service over their facilities 

(e.g., certainjoint-plant agreements}, or credits for the use of certain 

transmission facilities of transmission users (e.g., munis and coops 

who currently receive jacUities credits) as modified from time to time 

by agreement of the TC with other parties to such agreements or by 

regulatory agencies with lawful authority to modify such 

agreements or credits: 

q. the TC shall make whichever filings are necessary to commence 

operation with service to begin by 11/ 1/2000; the TC shall be the 

transmission service provider in the transmission area until the 

MISO is operational: 
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r. the TC may not sell, transfer, or merge its assets with another 

person, unless such assets are sold, transferred, or merged on an 

integrated basis, and in a manner which insures that the 

transmission facilities in the transmission area (i.e .. EWV) are 

planned, constructed, operated, maintained and controlled as a 

single transmission system; 

s. nothing in this section shall be interpreted to authorize or allow 

the TC to bypass the distribution facilities of any electric utility or 

to provide its services directly to any retail customer; 

t. except as specifically provided in this section, the obligations of 

any electric utility that has contlibuted its transmission facilities 

to the TC to finance, build, maintain, or operate transmission 

facilities shall terminate upon operation of the TC; 
-·---··----·--"'"'""""""-·--···-·--· .. ···-.. ·•······· .................................. - ............ ·-·-·-···--····-.......... -........... _ ....................................................................................... _ ..... .. 

nothing in this section shall be interpreted to affect the right or 

duty of an electric utility which is not in the transn1ission area 

and which has not contributed its facilities to the TC from 

constructing transmission facilities: 

v. Section 26Cf01 (2) is amended to ·exclude the TC from the definition 

of "public service corporation" (i.e., issuance of securities by TC not 

subject to prior PSC approval). Section 196.795(l)(g) and (h) are 

amended to exclude the TC from the definition of a holding 

company and forming a holding company. Because the TC is 

primarily a FERC-jurisdictional entity, the provisions of chapter 

196 regarding rates, service, and accounting shall not apply to the 
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TC. Any dividends from the TC or gain or profit from the sale or 

disposition by transmission utilities of their securities in the TC 

shall not be a credit against retail revenue requirements. Section 

196.52 (qffiliated-interest statute) is amended to provide an exclusion 

for the sale or disposition by transmission utilities of their 

securities in the TC, but affiliated-interest approval applies for 

transactions (including service contracts) between transmission 

utilities and the TC. 

6. If the independent system operator referred to above in sections (4) and 

. (5) does not commence operation, or ceases operation, the actions 

referred to above in sections (4) and (5) and in sec. 196.485(3}(bm) shall 

·apply to the successor thereto, or if there is no successor, to any other 

regional transmission organization approved or authorized by the federal 

energy regulatory commission to operate in an area that includes the 

· state, proVided that the public service con1mission shall ensure that a 

condition of transfer of any public utility's transmission facilities to 

such regional transmission organization shall be that it meets the 

standards of sec. 196.485 and complies with the other provisions of 

chapter 196 of the statutes. 

(d) "Gross revenues" for a light. heat and power company other than a 

qualified wholesale electric company or a transmission company as 

defined in sec. 196. __ means total operating revenues as 

reported to the public service commission except revenues for 
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interdepartmental sales and for interdepartmental rents . . . . For 

a qualified wholesale electric company, "gross revenues" means 

total business revenues from those businesses included under par. 

(e)l. to 4. For a transmission company, "gross revenue" means 

total operating revenues as reported to the public service 

commission except revenues for transmission service over its 

facilities provided to public utilities subject to the annual license 

fee under Wis. Stats. 72.28(2)(c){2) or to other electric utilities as 

defined in chapter 196. 

(e) ... including corporations described in s. 66.069(2) and including 

qualified wholesale electric companies and including transmission 

companies as defined in sec. 196. __ and except only business 

enterprises carried on exclusively either for the private use of 

the .... 

. . . hot water for heat, power or manufacturing purposes. 

5. transmitting electric current for light, heat or power. 

(em) .. Net production of electricity" means .... 

(2) IMPOSITION ... 

(e) for transmission companies, as defined in sec. 196. __ , an 

amount equal to the gross revenues, except revenues for 

transmission service over its facilities provided to public utilities 

subject to the annual license fee under Wi. Stat. 72.28(2)(c)(2) or 

to other electric utilities as defined in chapter 196, multiplied by 

the rates under par. (b) or (c). 

I j 19 
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8. Sec. 196.485(3)(bm} is amended to read: 

Each of the transmission utilities in the transmission area that are 

public utilities shall transfer control over their transmission facilities to 

the MISO and shall elect with the TC, after it becomes operational. if 

such transmission utilities have not transferred their transmission 

facilities to the TC, to become part of a single zonewithin the MISO. 

Such independent system operator shall ensure that the transmission 

facilities in the transmission area are planned, constructed, operated, 

maintain and controlled~ singJE.~~:.-·-·--
~ ---·---·-,.-~.,·-·---~-·-·"--·--- .. -~ 

9. In the event of a lease, sale, or any other transfer of ownership or control 

. t() (hereinafter "Transaction") of one, more, or all divisions, departments, or 
\ q,'·~ >r··( 
\ 1}.,~ · \ \/~ business units, or any other assets (hereinafter "Unit") of a public utility, 

cl '\PL' 
1\(IJ' 

a public utility-affiliate or a non-utility affiliate of a holding company 

engaged in the production, generation, transmission, or distribution of 

electricity, gas, or steam, or the recovery of energy from waste materials 

(hereinafter "Selling Entity") in this state, the terms of the Transaction 

with the acquiring entity or person(s) shall require the acquiring entity 

or person(s) to offer employment to a sufficient number of the 

non-supervisory employees working in the Unit at the time of the 

Transaction in order to operate and maintain the Unit. The acquiring 

entity or person(s) must offer such employees entployment at no less 

than the wage rates and substantially equivalent fringe benefits and 

terms and conditions of employment (hereinafter "Employment Terms") 

that are in effect at the time of the Transaction. The acquiring entity or 

20 

Ex.-WEC-Lauber-14 
Page 28 of 55



Confidential May 18. 1999 

person(s) shall maintain the Employment Terms during the 30 months 

following the Transaction unless different terms and conditions of 

·. employment are collectively bargained. 

If there is a Transaction of a Selling Entity's Unit(s) in this state 

· to its majority-owned non-utility affiliate, the acquiring non-utility 

affiliate shall continue to employ the Selling Entity employees who were 

working in the Unit(s) at the time of the Transaction under the same 

terms and conditions of employment existing at the time of the 

Transaction. 

Prior to approving any transaction, the public service commission shall 

first determine that the Employment Terms are in place, as set forth above. 

Sec. 196. 795(5)(i) is amended to read: 

In its determination of any rate change proposed by a public utility affiliate 

under s. 196.20, the commission: 

1. Shall consider the public utility affiliate as a wholly independent 

corporation; and shall impute a capital structure to the public utility 

aff111ate and establish a cost of capital for the public utility on a 

stand-alone basis. 

Sec. 196.795(5}(t), Stats., is created to read: 

If the commission determines that a public-utility affiliate or, for transmission, 

the transmission company, is not making investments in its facilities sufficient 

to ensure reliable electric service, the commission shall order the public utility 
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affiliate or transmission company to make adequate investments in its 

facilities sufficient to ensure reliable service. Such order shall require that the 

public-utility affiliate or transmission company provide sufficient security in a 

form that is readily enforceable and satisfactory to the commission. and that is 

sufficient to ensure that such investments are made expeditiously. The 

commission shall allow the public-utility affiliate to recover in its retail electric 

rates costs that are prudently incurred in complying with this subsection. 
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